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SUBJECT: GATT BALANCE OF PAYMENTS CONSULTATIONS - ISRAEL 

1 . WE HAVE DISCUSSED MAY 29 SCHEDULED CONSULTATIONS 
WITH ISRAELI DEL AND OTHERS. ISRAELI DEL CONFIRMS THAT 
ISRAEL DOES NOT WANT TO BE GIVEN A CLEAN BILL OF HEALTH 
BY THE COMMITTEE SINCE IT STILL MAINTAINS SOME TRADE 
RESTRICTIONS. THE IMF STATEMENT WILL SAY THAT THESE 
RESTRICTIONS ARE OF MINOR SIGNIFICANCE IN TERMS OF 
BALANCE OF PAYMENTS CONSIDERATION. IN THESE CIRCUMSTANCES 
THE COMMITTEE COULD FIND THAT ISRAEL NO LONGER NEEDS TO 
CONSULT WITH THE COMMITTEE AS IT DID IN THE CHILEAN AND 
ARGENTINA MINI CONSULTATIONS. THIS WOULD MEAN, OF COURSE, 
THAT THE REMAINING RESTRICTIONS HAVE NO BOP JUSTIFICA- 
TION. ISRAELI DEL, HOWEVER, SAYS THAT BOP SITUATION IS 

STILL VERY TENUOUS, THAT THE NEW ECONOMIC POLICY HAS 
ONLY BEEN IN EFFECT FOR FEW MONTHS AND THAT THE ISRAELI 
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GOVERNMENT NEEDS TO MAINTAIN THE REMAINING RESTRICTIONS 
AS A PRECAUTIONARY MEASURE, AT LEAST FOR THE NEAR FUTURE. 
WE NOTE THAT THESE RESTRICTIONS ARE MORE EXTENSIVE (I.E. 

A WIDER PRODUCT COVERAGE) THAN FINLAND'S AND THAT THE 
ISRAELI CASE IS SOMEWHAT UNIQUE. 

2. ALTHOUGH ISRAEL'S BALANCE OF PAYMENTS HAS IMPROVED 
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IN LAST COUPLE OF YEARS, THIS REFLECTS PRIMARILY AN 
INCREASE IN LONG-TERM DEBT AND AID INFLOWS. BALANCE OF 
TRADE IS APPROXIMATELY 2.5 MILLION SDRS IN DEFICIT. 

WE THEREFORE SEE SOME MERIT IN ALLOWING ISRAEL TO MAIN 
TAIN BOP COVER FOR THE TIME BEING IN ORDER TO SEE IF 
FAVORABLE BOP TRENDS PERSIST AND IF THE ECONOMIC SITUA- 
TION WARRANTS FURTHER LIBERALIZATION. ISRAEL HAS MADE A 
SUBSTANTIAL EFFORT TO LIBERALIZE AND THE COMMITTEE 
SHOULD TAKE A MORE UNDERSTANDING STANCE THAN USDEL 
RECOMMENDED WITH RESPECT TO FINLAND. OTHER DELS APPEAR 
TO BE OF THIS VIEW. AND WE EXPECT COMMITTEE CONCLUSIONS 
THAT WELCOME THE SIGNIFICANT LIBERALIZATION OF ISRAELI 
IMPORT POLICIES AND THAT EXPRESS THE COMMITTEE'S DESIRE 
THAT THE REMAINING RESTRICTIONS BE PHASED OUT AS THE 
CIRCUMSTANCES WARRANT. VANDEN HEUVEL 
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